Labour productivity in BiH
– a condition for strengthening competitiveness –
1. Summary
Labour productivity growth is a basic prerequisite for long-term and stable economic
development, and to strengthen the competitive position of the domestic economy.
Therefore, measuring the efficiency of production of products/services is one of the
key management priorities. Monitoring the labour productivity indicators is associated
with sectors such as the informal economy, labour legislation, education policy, wage
policy in the public and the real sector, borrowing policy, etc.
Salary increases should result from an increase in labour productivity, rather than from
borrowing, so that low labour productivity limits the possibilities for sustainable wage
increases. Also, public debt servicing can become a serious problem if labour
productivity in the coming period will not be increasing significantly.
Results of the analysis indicate that BiH economy has a problem of low productivity,
despite the trend of a slight growth in the last five years. In fact, in 2011, productivity
measured by GDP and the number of employees was KM 37,792 per employee, and
in 2015 it was KM 39,586 per employee.
Comparative data on labour productivity with the European Union member states show
that Bosnia and Herzegovina is at 31% of the EU average.
In the Federation of BiH productivity also had a continuous slight upward trend in the
observed five-year period.
A more detailed analysis of productivity by sector shows that the manufacturing
industry in the FBiH has four to five times lower labour productivity than the average of
the European Union. In other words, this means that an average worker in the
manufacturing industry in the EU in one day produces more than a worker in Bosnia in
four days.
Due to so low level of labour productivity in BiH and thus slow economic growth, it is
necessary to give priority to measures that encourage labour productivity, especially
in those sectors identified as strategic. It takes significant investment in human capital,
technology and infrastructure. The key is to focus economic policy measures to
increase productivity, which will increase the competitiveness of the local economy and
create the conditions for employment growth.
Otherwise, BiH could go towards the growth of the informal economy, low wages and
worse and worse living standards.

